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Audit content

(1) A SMETA audit was conducted which included some or all of Labour
Standards, Health & Safety, Environment and Business Ethics. The SMETA
Minimum Requirements were applied and the SMETA Auditor Manual was
followed. The scope of workers included all types at the site e.g. direct
employees, agency workers, workers employed by service providers and workers
provided by other contractors. Any deviations from the SMETA Methodology are
stated (with reasons for deviation) in the SMETA Declaration.

The audit scope includes an assessment of the Workplace Requirements and the
Management Systems Assessment against the following Code Areas:

Included in a 2-Pillar audit:

1. Labour Standards Code Areas:
« 0: Enabling accurate Assessment
¢ 1: Employment is Freely Chosen
* 1.A: Responsible Recruitment & Entitlement to Work
o 2: Freedom of Association and Right to Collective Bargaining are
Respected
4: Child Labour Shall Not be Used
e 5:Legal Wages are Paid
5.A: Living Wages are Paid
* 6: Working Hours are Not Excessive
« 7: No Discrimination is Practiced
* 8: Regular Employment is Provided
« 8.A: Sub-contracting and Homeworkers are Used Responsibly
e 9: No Harsh or Inhumane Treatment is Allowed
2. Health & Safety Code Area:
« 3: Working Conditions are Safe and Hygienic
3. Environment Code Area:

¢ 10.A: Environment 2-Pillar
Included in a 4-Pillar audit:

1. Labour Standards Code Areas
o As 2-pillar
2. Health & Safety Code Area
o As 2-pillar
3. Environment Code Area:
¢ 10.A: Environment 2-Pillar
¢ 10.B: Environment 4-Pillar
4. Business Ethics Code Area:
¢ 10.C: Business Ethics

Audit company: Audit reference: Start Date: End Date:
BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13
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(2) Where appropriate, non-compliances or non-conformances were raised
where either local law or the Base Code were not met, and recorded as non-
compliances on both the audit report, CAPR and on the Sedex Platform.

(3) Any non-conformance against customer code shall not be uploaded to Sedex,
but sent directly to the customer in question.

Audit company: Audit reference: Start Date: End Date:
BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13
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Audit and site details

Audit details

Sedex company reference

Date of audit

Audit pillars

Site details

Sedex site reference

Business name

Site phone

Z2C421242790 Auditor company name

2024-12-13 Audit conducted by

Labour Standards | Health and safety

75421298532 Site name

Shenzhen Xinruizhan Science  Site address
and Technology Company
Limited

13798179387 Site email

BUREAU VERITAS CPS - ASIA

Sedex member

Shenzhen Xinruizhan Science
and Technology Company
Limited

518000 Factory of 3/F, Buildin
2, Zone C1, Luoshan Industria
Zone, Shanxia Community,
Pinghu Street, Longgang
District, Shenzhen City,
Guangdong Province, China, &
I, CN

charlence3@hotmail.com

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference:
ZAA600104553

Start Date: End Date:
2024-12-13 2024-12-13
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Audit parameters

Time in and out

Audit type
Was the audit announced?

Was the Sedex SAQ available for
review?

Who signed and agreed CAPR?

Any conflicting information SAQ/Pre-
Audit Info

Is further information available?

Day 1

In 08:00
Out 16:00

Periodic

Announced

Yes

Yin Xiaotao / HR Supervisor

No

No

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference:
ZAA600104553

Start Date:
2024-12-13

End Date:
2024-12-13
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Audit attendance

A: Present at the opening meeting?
B: Present at the audit?
C: Present at the closing meeting?

Reason for absence at the opening
meeting

Reason for absence during the audit

Reason for absence at the closing
meeting

Senior management

Yes

Yes

Yes

Worker representative

Yes

Yes

Yes

No union representatives in the factory.

No union representatives in the factory.

No union representatives in the factory.

Union representative

No

No

No

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference: Start Date:
ZAA600104553 2024-12-13

End Date:
2024-12-13 7
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SMETA declaration

Auditor team

SMETA declaration

Any exceptions to the SMETA
Methodology must be
recorded here (e.g. different
sample size)

I declare that the audit underpinning the following report was conducted in accordance with
SMETA Minimum Requirements and the SMETA Auditor Manual.

. Where appropriate non-compliances/ non-conformances were raised against the Base Code and

local law and recorded as non-compliances/ non-conformances on both the audit report, CAPR
and on the Sedex Platform.

. Any non-conformance against customer code alone shall not be uploaded to Sedex, and will be

shared directly with the customer in question.

This report provides a summary of the findings and other applicable information found/gathered
during the social audit conducted on the above date only and does not officially confirm or certify
compliance with any Ie%al reé;ulations or industry standards. The social audit process requires
that information be gathered and considered from records review, worker interviews,
management interviews and visual observation. More information is gathered during the social
audit process than is provided here. The audit process is a sampling exercise only and does not
guarantee that the audited site prior, during or post-audit, are in full compliance with the Code

eing audited a%ainst. The provisions of this Code constitute minimum and not maximum
standards and this Code should not be used to prevent companies from exceeding these
standards. Companies applying this Code are expected to comply with national and other
applicable laws and where the provisions of law and this Code address the same subject, to apply
that provision which affords the greater protection. The ownership of this report remains with the
party who has paid for the audit. Release permission must be provided by the owner prior to
release to any third parties.

This audit includes elements beyond the scope of a Social Compliance Audit as defined by the
APSCA Competency Framework. The association of the auditor's APSCA number with this report is
limited to those elements outlined in the APSCA Competency Framework. APSCA makes no
representations with respect to the auditor’'s competency to professionally evaluate compliance
with any other audit elements.

Lead auditor Jacky Ren APSCA Number 21704680
Additional auditor
Date of declaration 2024-12-13

Audit company: Audit reference: Start Date: End Date:

BUREAU VERITAS CPS - ASIA

ZAA600104553 2024-12-13 2024-12-13 8
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Site representation

Declaration I acknowledge that details from this report can change during the review process and that I will
be given the opportunity to dispute the content once the review has been published.

Full name Yin Xiaotao
Title HR Supervisor
Date of declaration 2024-12-13
Audit company: Audit reference: Start Date: End Date:

BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13 9



Summary of findings

Code area

3. Working conditions are safe
and hygienic

5. Legal wages are paid

6. Working hours are not
excessive

Workplace requirement

3.N Maintain a log of all hazardous substance...

3.H Where identified as necessary to reducerr...

5.B Ensure that workers receive the insurance...

6.F Ensure that where overtime is used, it is...

Local law

81
82

83

84

Finding

NC ZAF600733482
NC ZAF-

NC ZAF600733483

NC ZAF600733484

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference:
ZAA600104553

Start Date:
2024-12-13

End Date:
2024-12-13

10
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Local law issues

§1

82

83

84

m%g1¢%@&%@m%¥&m%>%m%gg@%%ﬁ%LM%?%%E%%jﬁ B Hfth A 2=
, MATBAEAR, MIERHUFR, ERBHDEGNER LMWL eRE; (BEGHRIFmIES
ERFULER, NMEFREREZEINE, Inaccordance with Article 14 of the Regulation For
Chemical Usage Safety in Work Place: (1) In case of transferrm% or loading the chemicals
purchased into a new container, it is required to mark clearly the descriptions of these chemicals
on the newly adopted container. As to those hazardous chemicals that have been transferred or
loaded into a new container, it is necessary to stick a safety precautions mark on the new
container. (2) The original safety precautions mark upon those containers that contain hazardous
chemicals shall not be replaced before these containers have been cleansed.

1RIE (R ARAMEZR SEF%) B4c%k: LSRRI ML A RRET SRR EREITI
ISR, HRE. AENIAREBRERANRE. 5.

In accordance with Article 45 of Law of the People’s Regubllc of China on Production Safety,
business entities must provide their employees with labor protection products meeting the
national or industry standards, and supervise and educate their employees on wearing or using
such products in accordance with the rules of use.

*E?E (REARENES L) $73%. ED%T‘ ‘F’il 'F*H/‘F, REZEZUHSROTE: ld?k, =
VB, Al (=) Tiears REl s, % . BIHERLE, LERKIZZEES
M, Hoi&EERTRREFIBRZ fﬁﬂh/&ﬁa/ié\ EFLR JL;E FHohE ERH R RIS LITIRET B EI%
{3, In accordance with Article 73 of the Labor Law of the People’s Republic of China, employees
shall, in accordance with the law, be entitled to social insurance benefits under the foIIowing
circumstances: (1) retirements; (2) iliness or injury; (3) disability caused by work-related injury or
occupational disease; (4) unemployment and (5) maternity. The survivors of the insured laborers
shall be entitled to subsidies for survivors in accordance with the law. The conditions and
standards for laborers to enjoy social insurance benefits shall be stipulated by laws, rules and
regulations. The social insurance amount that laborers and entitled to, must be tlmely paid in full
amount.

RIE (PEART %D%/ﬁt,ﬂ La%k: H%A%fi&l?ﬁi?‘éé%%%, 25 T E R a] LUE
KTeia), —ks B MGma—)\BY; BEHE HEFEILEKTIER AN, ERESESARRIEMF
TEKIIEifaE B MSBE =i, BRESRAERE=+, V8. Inaccordance with Article 41
of the Labor Law of the PRC, after consultation with the trade union and employees, the employer
may extend working hours due to its Eroduction or business needs, but the extended working
hours shall not generally exceed one hour a day; in special circumstances that require an
extension of working hours, the extended working hours shall not exceed 3 hours a day and 36
hours a month on condition that the health of employees is guaranteed

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference: Start Date: End Date:
ZAA600104553 2024-12-13 2024-12-13 1
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Findings: non-compliances

ZAF600733482 Due 2023-12-30

Code area Status
3 Working conditions are safe and hygienic Closed (2024-12-13)*
Workplace requirement Time given to resolve

3.N Maintain a log of all hazardous substances (e.g. chemicals and pesticides) on site. Ensure that 30 days
these are mana%ed appropriately at all times in line with safety instructions, including storage,

use and disposa Verification method

Desktop audit

Issue title

232 - Non-hazardous chemicals are stored unlabelled or labelling is incorrect Area of non-compliance/non-
o conformance

Description Local law

I AEFHERN L REA KT B Fmine.
All chemicals stored or being used in the factory were posted with labels.

Description (carried over)

BRZRAIM T £ EE /1N EEERNEEN AN AR ZE KMABIRE. It was noted that 1 out
of 1 machine oil container being used in the workshop was not posted with content label.

Corrective and preventative actions
NC Closed.

Corrective and preventative actions (carried over)

BWFBELI AEFNERNLT R KWRE, iSRS E5xE, Itis recommended that
management adopt practices and controls to ensure that all chemicals stored or being used in
the factory is posted with labels.

Local law reference

RiE (LIRS ERNFRAE) H14%: 51)Tﬁﬁaﬁfﬁmﬂiﬁﬁ’\ﬂt—?ﬁ:%Eiﬁ%ﬁﬁﬁ%é‘ﬂﬁ@@iﬁﬁ
, MATRREAR, MFEREFR, ERENDEGHNER LMWL ERE; (2)BREGREFmIIES
ERFUIER), FMEERIFREITE. In accordance with Article 14 of the Regulation For
Chemical Usage Safety in Work Place: (1) In case of transferring or loading the chemicals
purchased into a new container, it is required to mark clearly the descriptions of these chemicals
on the newly adopted container. As to those hazardous chemicals that have been transferred or
loaded into a new container, it is necessary to stick a safety precautions mark on the new
container. (2) The original safety precautions mark upon those containers that contain hazardous
chemicals shall not be replaced before these containers have been cleansed.

Explanation of difference in resolution time or verification method from the SMETA issue title
recommendation

I AEFNERNLE REE KL BRI Rir .
All chemicals stored or being used in the factory were posted with labels.

Evidence
Chemical safety label.JPG

* PDF generated at 07:09 (UTC) on 13 Dec 2024. View this finding on the Sedex platform for live updates and closure details.

Audit company: Audit reference: Start Date: End Date:
BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13
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https://app.sedex.com/audit/ZAA600104553/file/74f0fc70-d8d5-4b71-a6ba-1816dad262d2?fileName=Chemical safety label.JPG
https://app.sedex.com/audit/ZAA600104553/findings
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ZAF600733483 Due 2024-01-29

Code area Status

5 Legal wages are paid Open*

Workplace requirement Time given to resolve
5.B Ensure that workers receive the insurances and benefits (including leave entitlements) they 60 days

are legally or contractually entitled to.

Verification method

Issue title

Follow up audit
423 - Compulsory insurance (e.g. social insurance, accident insurance etc.) not paid - systemic

Area of non-compliance/non-

Description conformance

HRRANTI NHSRMBERE, RIE[ HiREr2024F 11 BHSRHZRIERTI (VA Local law
17/3Z B TIRIET 7ERR, THER, KRR, ErRbOsEaRRm).,

&1 I BhaaTRMElRE, B3E92024F1151HE2025%10H31H,

It was noted that the factory's social insurance coverage was insufficient. According to the social

insurance payment receipt provided by factory management, it was noted that 17 out of 43

employees were provided with pension insurance, accident insurance, unemployment insurance,

medical insurance (included maternity insurance) in November 2024.

Also, the factorﬁ provided commercial accident insurance for 42 employees, valid from November

1, 2024 to October 31, 2025.

Description (carried over)

HEZARIMTI] NHSFREBERE. RIE[ HiRMN2023F 1 0B HSRIHBRBESTI X9
217358 R THRME T 7E Efr, Kb, EBFMITHERM. FI, T R37AWE T @RI, BN
2023%8H3HEI2024%F8H2H, It was noted that the factory's social insurance coverage was
insufficient. According to the social insurance payment receipt provided by factory management,
it was noted that only 21 out of 35 employees were provided with pension, medical,
unemployment, maternity and accident insurance in October 2023. Moreover, factory had
provided commercial insurance to 37 employees with valid date from August 3, 2023 to August 2,
2024.

Corrective and preventative actions

BT nATIREMEEEN2RREF, Itis recommended that factory management adopt
practices and controls to ensure that employees receive all of their statutory welfare entitlements.

Corrective and preventative actions (carried over)

BT AR TREMEEENH=RMIEF, Itis recommended that factory management adopt
practices and controls to ensure that employees receive all of their statutory welfare entitlements.

Local law reference

1RIE (R AREMEREE) B73%: HHET FIBLT, RAZSHARRGE; (—)NBK; (=
B, 0l (S)ALERRERRLE, EL; (RES, ZDERLE, LERKEZSEER
Mo FHEIEZRUSREFBOFANITERZER. EHMAE. FHEEZNERRLS IR EH%
{4, In accordance with Article 73 of the Labor Law of the People’s Republic of China, employees
shall, in accordance with the law, be entitled to social insurance benefits under the following
circumstances: (1) retirements; (2) iliness or injury; (3) disability caused by work-related injury or
occupational disease; (4) unemployment; and (5) maternity. The survivors of the insured laborers
shall be entitled to subsidies for survivors in accordance with the law. The conditions and
standards for laborers to enjoy social insurance benefits shall be stipulated by laws, rules and
regulations. The social insurance amount that laborers and entitled to, must be timely paid in full
amount.

Evidence
Social insurance record.JPG

Audit company: Audit reference: Start Date: End Date:
BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13
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https://app.sedex.com/audit/ZAA600104553/file/cf8ada2c-2028-4d2e-ae98-517550679c4e?fileName=Social insurance record.JPG
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* PDF generated at 07:09 (UTC) on 13 Dec 2024. View this finding on the Sedex platform for live updates and closure details.

ZAF600733484 DUe 2024-01-29

Code area Status

6 Working hours are not excessive Open*

Workplace requirement Time given to resolve
6.F Ensure that where overtime is used, it is in order to manage changes in demand or in 60 days

exceptional circumstances and not used to replace regular employment.
Verification method

Issue title Follow up audit
480 - Overtime is not used responsibly (i.e. extent, frequency and level of hours worked by

individual workers and/or whole workforce are excessive) Area of non-compliance/non-
conformance

Description Local law

RIEC ARMENTINER, HREKRIEA TN EEL 7 EE &,

BRI SRR T2 TRIC RAHMAZ0 N FA(M2024F3 A HER101, M2024F6FHEN10T, M
THEAKAH20245F11 BHHEX101), RIVE R TINMEREBE 7 A, BiA:

0% 51 T1£2024 53 8 BNNEART (8] 7966/ \8Y, B /AR A36/NTBIHIRE ;

0% AT 1E202456 4 BINEERYIE] J962/\8Y, B AR ITRA36/IBIHIE

0% B T1E2024511 ARMBIRElN66/\EY, EBEMAFRAI6/NIHIFE,

It was noted that 30 out of 30 sample population employees worked in excess of the statutory
overtime hour limits.

A review of 30 sample population em?onees' time records (10 samples from March 2024, 10
sam#)Ies from June 2024, 10 samples from the most recent paid month November 2024) yielded
the following:

* 10 out of 10 sample population employees worked in excess of 36 overtime hours per month
(i.e. 66 hours) in March 2024, which was not in compliance with the legal requirement;

* 10 out of 10 sample population employees worked in excess of 36 overtime hours per month
(i.e. 62 hours) in June 2024, which was not in compliance with the legal requirement;

* 10 out of 10 sample population employees worked in excess of 36 overtime hours per month
(i.e. 66 hours) in November 2024, which was not in compliance with the legal requirement.

I
it

Description (carried over)

RIE SRENTRIER, BERAIA T EEE T AR, BHZaM FIRHEI TR TS
RAHEZ0 M F A (H R Ml TR NA £32023F 10 B H#EX101, M2023F5H3HEX104>, M20234F
3FIREN104), AIE R AR 7 A in g, BfA: 10/10% 5 T1£2023% 10/ HYANEAYja
754N, AR R ITERA36/NEYAIRLTE ; 10/10%% 51 T1E20234F5 8 RINEARY (8] /956-58/\BY, #Bid
ERARITFRA36/NTIIFIE; 10/1098 R TTE2023F3 A RUANEERT[E] 7958-60/N\BY, B IEM A IFERA36/)
BYRYFIE. It was noted that samPIe population employees worked in excess of the statutory
overtime hour limits. A review of 30 sample population employees’ time records (10 samples from
the most recent paid month October 2023, 10 samples from May 2023 and 10 samples from
March 2023 respectively) yielded the following: *10 out of 10 sample population employees
worked in excess of 36 overtime hours per month (i.e. 54 hours) in October 2023, which was not
in compliance with the legal requirement; <10 out of 10 sample population employees worked in
excess of 36 overtime hours per month (i.e. 56 to 58 hours) in May 2023, which was not in
compliance with the legal requirement; *10 out of 10 sample population employees worked in
excess of 36 overtime hours per month (i.e. 58 to 60 hours) in March 2023, which was not in
compliance with the legal requirement.

Corrective and preventative actions

BT MRE I EIRFSARER, Itis recommended that factory management adopt
practices and controls to ensure that employee overtime hours do not exceed the statutory limits.

Audit company: Audit reference: Start Date: End Date:
BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13 14
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Corrective and preventative actions (carried over)

BT RS TAMMIE R &R ER, Itis recommended that factory management adopt
practices and controls to ensure that employee overtime hours do not exceed the statutory limits.

Local law reference

BiE (PEARKNEZGE) $415%: BARUBTETZERE, 25 TaMEthE MRS LUE
KI{ERdiE, —fRSEAEEI— i, REHERSEEKTIEIER, ERESEE S MERIFM
TR EE HASEL =/, BRESAFEEI =17, Inaccordance with Article 41
of the Labor Law of the PRC, after consultation with the trade union and employees, the employer
may extend working hours due to its production or business needs, but the extended working
hours shall not generally exceed one hour a day; in special circumstances that require an
extension of working hours, the extended working hours shall not exceed 3 hours a day and 36
hours a month on condition that the health of employees is guaranteed

Evidence
Attendance record.JPG

* PDF generated at 07:09 (UTC) on 13 Dec 2024. View this finding on the Sedex platform for live updates and closure details.

Code area Status
3 Working conditions are safe and hygienic Open*
Workplace requirement Time given to resolve

3.H Where identified as necessary to reduce residual risk, provide (without charge to workers) and 30 days
ensure the use of appropriate personal protective equipment (PPE).

Verification method

Issue title Desktop audit

278 - Personal Protective Equipment (PPE) provided but incidents of workers not using PPE where

appropriate Area of non-compliance/non-
conformance

Local law
Base code

Description
HRRANTI E5FE2/SE AT TERNEMIIEESERBE T REMNEZE,

It was noted that 2 out of 5 employees working in processing workshop who were in contact with
noise did not wear factory provided earplug during work.

Corrective and preventative actions

BT AEXI R TIREGEN ARG, HiRM(]ERmE.

It is recommended that management ado(ft practices and controls to ensure that necessary
personal protective equipment is provided to relevant employees and measures are taken to
ensure that employees use such personal protective equipment appropriately.

Local law reference

BIE (PEARENERSEME) F45% . F2E BN AR RRTSERITESETIL
TERSE SRR A, HIEE. BHEMLASZRERMNIME. £R.

In accordance with Article 45 of Law of the People’s Regublic of China on Production Safety,
business entities must provide their employees with labor protection products meeting the
national or industry standards, and supervise and educate their employees on wearing or using
such products in accordance with the rules of use.

Evidence

Audit company: Audit reference: Start Date: End Date:
BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13 15


https://app.sedex.com/audit/ZAA600104553/file/e7dd37c8-d0bd-4565-9032-f4c0c6559943?fileName=Attendance record.JPG
https://app.sedex.com/audit/ZAA600104553/findings
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Employee did not wear earplug.JPG

* PDF generated at 07:09 (UTC) on 13 Dec 2024. View this finding on the Sedex platform for live updates and closure details.

Audit company: Audit reference: Start Date: End Date:
BUREAU VERITAS CPS - ASIA ZAA600104553 2024-12-13 2024-12-13 16


https://app.sedex.com/audit/ZAA600104553/file/8f2dd20d-e5ba-4e34-b90d-2b42feebf738?fileName=Employee did not wear earplug.JPG
https://app.sedex.com/audit/ZAA600104553/findings
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SMETA®™

Findings: good examples

No good examples

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference:
ZAA600104553

Start Date:
2024-12-13

End Date:
2024-12-13
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Management systems

1. Employment is freely chosen

1.A. Responsible recruitment and
entitlement to work

2. Freedom of association and right to
collective bargaining are respected

3. Working conditions are safe and
hygienic

4. Child labour shall not be used

5. Legal wages are paid

6. Working hours are not excessive
7. No discrimination is practiced

8. Regular employment is provided

X Not addressed
& Fundamental improvements required
@ Some improvements recommended

( /’ Robust management systems

Policies and
procedures

&

QR RQRRRRAQCRK

Resources

QR RQRRRRRRRK

Communication
and training

QR RQRRRRRRK

Monitoring

&

QU

QENCEIORIQINC)

Q

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference:
ZAA600104553

Start Date:
2024-12-13

End Date:
2024-12-13

18
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8.A. Sub-contracting and homeworkers
are used responsibly

9. No harsh or inhumane treatment is
allowed

10.A. Environment 2-Pillar

X Not addressed
& Fundamental improvements required
@ Some improvements recommended

( \/’ Robust management systems

Policies and
procedures

&
&
&

Communication
and training

Monitoring

Audit company:
BUREAU VERITAS CPS - ASIA

Audit reference:
ZAA600104553

Start Date:
2024-12-13

End Date:
2024-12-13

19
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Guidance

The Corrective Action Plan Report summarises the site audit findings and a
corrective, and preventative action plan that both the auditor and the site
manager believe is reasonable to ensure conformity with the ETI Base Code,
Local Laws and additional audited requirements. After the initial audit, the form is
used to re-record actions taken and to categorise the status of the non-
compliances/ non-conformances.

Good practice examples should be pointed out at the closing meeting as well as
discussing non-compliances/ non-conformances and corrective actions,
Collaborative Action Required findings and the Management Systems
Assessment.

Next steps:

1. The site shall request, via Sedex, that the audit body upload the audit report,
NCs, CARs, MSA and good examples. If you have not already received
instructions on how to do this then please visit the [Sedex Members’ E
Jearning Platform.

2. Sites shall action its NCs and document its progress via Sedex.

3. Once the site has effectively progressed through its actions then it shall
request that the audit body verify its actions. Please visit Sedex Members’ E{
learning Platform| for information on how to do this.

4. The audit body shall verify corrective actions taken by the site by either a
"Desk-Top” review process via the Sedex Platform or by Follow-up Audit.

5. Some NCs that cannot be closed off by “Desk-Top” review may need to be
closed off via a “Follow Up Audit” charged at normal fee rates. If this is the
case, then the site will be notified after its submission of documentary
evidence relating to that NC. Any follow-up audit must take place within
twelve months of the previous initial/periodic audit and the information from
the previous audit must be available for sign off of corrective action.

6. For changes to wages and hours to be correctly verified it will normally require
a follow up site visit. Auditors will generally require to see a minimum of two
months wages and hours records, showing new rates in order to confirm
changes (note some clients may ask for a longer period, if in doubt please
check with the client).

7. The site shall develop and share with Sedex an action plan to work on CAR
findings, and take actions to work on these areas as identified.
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8. The site should use the MSA gradings to help to improve internal systems,
focusing where their systems are weakest and the risks of harm are highest.
These actions should better prepare them for future audits and help sustain
compliance.

Management Systems Assessment (MSA)

A management system is defined as a comprehensive framework comprising of
processes, policies, procedures, and tools that are strategically designed and
implemented within a business to plan, organise, execute, monitor, and
continuously improve its activities. Management systems are the systems that
underpin how a company runs its day-to-day operations, makes decisions, and
helps avoid the recurrence of common problems.

Where management systems are weak a site is at higher risk of non-compliance
over time, the SMETA MSA can help sites to proactively reduce the likelihood of
risks occurring. Sites should take actions commensurate with their size and
resources, focusing on where their systems are weakest and the likelihood of
risks is highest, based on their sector, location and workforce profile.

The MSA Grades do not result in NCs, and will not be re-assessed in follow-up
audits.

For more information on Management Systems please refer to the Management
Systems Workbooks.

Collaborative Action Required

The SMETA Workplace Requirements identify certain specific issues where a site
may not meet the Base Code, but the usual mechanisms of NC verification and
closure are not appropriate, for some or all of the following reasons;

e The audited party does not have the capacity/ responsibility to close the issue
without support from other relevant stakeholders, such as commercial
partners/buyers.

» Remediation of the issue requires an indeterminate and possibly extended
timeframe, rather than a predetermined deadline as set within the Sedex
platform.

o There is a risk of adverse consequences if closure of a particular issue is not
approached with due consideration and time provided for adequate risk
assessment.

» Evidencing effective remediation is complex and it is outside the capacity of
existing SMETA methodology to validate through evidence provided during an
onsite assessment alone.
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These specific WRs have a Collaborative Action Required (CAR) finding raised
against them.

Collaborative Action Required findings require a different way of working from
other NCs for buyer and supplier members. The activities required to close these
issues may involve actions from both buyers and suppliers, as well as additional
stakeholders such as third-party labour providers, impacted workers, local NGOs,
and trade unions. Due to the complexity of the issues and the spectrum of
potential stakeholders that may need to act, CARs may need long-term closure
plans, potentially spanning multiple years. To facilitate a longer-term approach
and to reduce the likelihood of undue pressure on suppliers to close issues that
may be out of their control, Sedex does not prescribe a closure date nor a
verification methodology for these findings. Sedex encourages all its members to
work collaboratively and responsibly on these issue areas, sharing
responsibilities and actions as appropriate.

When developing a methodology to prioritise action on these more complex
areas, Sedex recommends following a due diligence process and prioritising
activities based on the most salient risks.

For Suppliers

Where CARs are raised suppliers should create an action plan for how they are
going to address these areas. Sedex also recommends suppliers reach out to
their buying partners to understand their expectations on these issues and start
a constructive dialogue. The action plans can be uploaded on to the Sedex
platform, which will change the status of the CAR finding from “open” to “in
progress”. Management and assessment of action plans is encouraged as an
activity between linked buyer and supplier members.

For Buyers

Where CARs are raised buyer members should prioritise resolution of these
issues based on a salient risk approach. Buyers should assess their own roles
and responsibilities in the closure of these findings, especially considering any
increased financial costs and how these may relate to the buyers own purchasing
practices. Buyers should work with suppliers to ensure that closure plans are
realistic, taking a long-term approach to improvement where it is necessary, and
working with multi-stakeholder initiatives, NGOs, Trade Unions and other third
parties to address these issues, which may be widespread. In the interests of
enabling transparency, collaboration and long-term effective remediation, the
application of commercial penalty against suppliers where these issues are
identified and action plans are in place is not encouraged.
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For Auditors

Auditors will assess whether the CARs are met through the SMETA audit process
and raise the findings where relevant. Auditors will not assess the action plans
shared or provide guidance on closure methodology, due to the limitations of
assessing scope and responsibilities through a supplier site assessment alone.
CAR findings will be superseded and closed in periodic audits. The auditor will
assess the Workplace Requirements anew and raise a CAR in following audits
until there is no longer a finding to raise.
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SedeR

For more information visit https://www.sedex.com
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